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Sand Dunes — Bud Greaves
Broken Spoke Country Club — Marvin Wieben



Growth and progress in the customer base
means growth and progress for

the Imperial Irrigation District.

As we turn the corner on the decade we look

with great anticipation to more progress.



About the District

The Imperial Irrigation District,
formed in 1911, is a public utility
which serves water to Imperial
Valley and power to Imperial and
Coachella Valleys. The District
now serves about 500,000 acres of
irrigated farmland, nine munici-
pal water systems and some
71,000 power customers in its
6,471-square-mile service area.
An elected Board of Directors
governs District policy.

With an ideal climate for year-
round production, Imperial Valley
always ranks among the top 10 in

the nation's agricultural counties
and is now growing almost
$1 billion in crops annually.

More and more commercial busi-
nesses are looking to Imperial
Valley’s spacious industrial parks
for their warehouse and assembly
operations. Dairies and other
farm-related operations, displaced
by urbanization in other parts of
California, are another type of
business moving in.

The Coachella Valley, fast becom-
ing a resort wonderland, is home
for PGA West and such golfing
events as the Bob Hope Classic.
The Coachella Valley population
swells to more than 300,000 in
winter months and is rated by the
State Department of Finance as
the fastest growing area in
California.




Bud Greaves

Desert recreation at Glamis, California.




General Manager’s Review

A water conservation and transfer
agreement signed in January by the
Imperial Irrigation District and the

Metropolitan Water District of
Southern California (MWD) was a
major step forward in western water
resources management. The agree-
ment is the culmination of five years
of dedicated work on an evolution-
ary concept to make more efficient
use of the limited Colorado River

water supply. Charles L. Shreves

In addition, the Imperial Irrigation
District received the USBR's “Com-
missioner’s Water Conservation
Award” for its outstanding record of
conserving water.

Managing the energy supply for our
burgeoning customer base has also
been demanding. Negotiated agree-

ments (o protect the accessability of

power generation sources will
support the anticipated growth in
the local economy.

Diversification into industrial devel-
opment, tourism, retirement and R/V
communities, recreation, and other
commercial activities in the service
area is dramatically changing the
profile of our District.

Key to 1ID’s many accomplish-
ments is our dedicated

workforce. [ would like to thank
all our employees for their
exceptional skills, talents and
commitment to meeting these goals.

Ctal & slocn)



1989 Highlights

United States Department of Interior
Bureau of Reclamation
“Commissioner’s Water Conservation Award”

United States Department of Agriculture
“Distinguished Service Award
for Group Achievement”
Hydriila/Grass Carp Research Program

Association of Energy Engineers
San Diego Chapter
“Corporate Energy Management Award”

Signing of the IID/MWD Water Conservation
and Transfer Program Agreement

Agreement Negotiated for [ID Assurances
in SCE/SDG&E Merger, Including
Acquisition of a 100-MW Steam Plant

Diversification of the Local Economic Base




The growth in tourism-related business
has helped to diversify the
customer base.

La Quinta Hotel

PGA West



M. Wieben
Rio Bend RV Park

Bud Greaves :

Weist Lake




Water Progress

The District delivers water around the
clock, every day of the year. In 1989,
these deliveries totalled more than 2.6
million acre-feet of water to 500,000
acres of farmland and nine cities.

The District’s own water conservation
activities remain at the forefront and
will serve as a basis for planning and
design for the projects to be com-
pleted under the IID/MWD Water
Conservation and Transfer Program.

The “South Alamo Canal” Lining
Project, completed in 1989, will con-
serve an estimated 1,510 acre-feet of

water a year.

Data collection has continued on the
Demonstration Tailwater Recovery
program and the proposed Lateral

Interceptor project.

Involvment with the State Water
Conservation Advisory Committee
and the 11D Water Conservation
Advisory Board assisted with
overall strategies for

improving the water delivery system.

Growers cooperated in the District's
Irrigation Scheduling Program on
10,000 acres. All of the scheduling

involved water budget computer mod-
eling based on CIMIS weather data.

South Alamo Canal



Water Highlights

2,631,047 Acre-Feet Delivered
to Water Users

Major Concrete-Lining Project
“South Alamo Canal”

Demonstration Tailwater Recovery
Program and 12-Hour Run Trials

Lateral Interceptor Project

Computerization of Data Collection
Inventory Program

State Water Conservation Advisory
Committee and 11D Water Conservation
Advisory Board Activities

Irrigation Scheduling Cooperative
Grower Program




The District is responsible for operation and
maintenance of the 3,000-mile canal system, in-
cluding five regulating reservoirs. Excavation for
a major canal lining project is a familiar sight.

Fred Fong
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Power Growth

Steady growth occurred in both number
of customers and kilowatt-hours sold.

We are experiencing an influx of the re-
tirement community and tourism busi-
ness. Industries are attracted to the rela-
tively inexpensive and available land. A
revived geothermal industry now in-
cludes 12 major plants which are
producing about as much energy as our
District uses.

We have progressed with this increas-
ing commerical activity by continually
upgrading the District’s transmission and
distribution system. Generation capa-
bilities have been bolstered by the ac-
quisition of a 100-MW Steam Plant near
Yuma, Arizona.

Additional contracts for purchased
power and plans to repower District
generation facilities have also been
developed to meet increasing demands.

Ground was broken for the new opera-
tional headquarters on a 40-acre site in
the city of La Quinta. The facility is
sure to be a hub of activity servicing
new resort hotels and golf courses,
luxury vacation homes and other
developments.

Overall planning work in 1989 has
paved the way for more than $100
million in power project work to
strengthen the system for the 90s and
beyond.

230-KV Project



Power Highlights

Steady Growth in Kilowatt-Hour Sales
Rose to 1.84 billion KWH in 1989
from 1.69 billion KWH in 1988

71,000 Customers in Service Area
Up from 67,000 in 1988

Increase in Commercial Accounts

Additional Substations Built

$100 Residential Rebate Program for
Heat Pumps and Evaporative Coolers

Acquisition of New Generation Sources

Contract Awarded for New Operating
Headquarters in Coachella Valley



Dramatic growth and development is changing
Sforever the profile of our desert communities.
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Construction in El Centro
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Water conserved by the Imperial Irrigation District
was a valuable contribution as
California faced its third consecutive year of drought.




Calderon, Jaham & Osbhorn
KPMG Peat Marwick
a joint venture

Certified Public Accountants
1236 State Street

El Centro, CA 92243

{619) 352-6022

INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Imperial Irrigation District:

We have audited the accompanying combined balance sheets of Imperial Irrigation District as of December
31, 1989 and 1988 and the related combined statements of income, changes in District equity and cash flows for
the years then ended. These combined financial statements are the responsibility of the District's management.
Qur responsibility is to express an opinion on these combined financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the combined financial statements referred to above present fairly, in all material respects, the

financial position of Imperial Irrigation District as of December 31, 1989 and 1988 and the results of its opera-
tions and its cash flows for the years then ended in conformity with generally accepted accounting principles.

February 16, 1990 '
G-ﬂ.dm%—‘a—\ ¥ M
Poit Mocsed i ! br,



IMPERIAL IRRIGATION DISTRICT
COMBINED BALANCE SHEETS
December 31, 1989 and 1988

1889 1988
ASSETS Water Power Watar Power
Departmant Dapartment Combined bapartmant Dapartment Combined
CURRENT ASSETS:
Cash and investments . ......c...oconeess § 356,087 $ 1,542,185 § 1,808,252 § 151 g298 $ 446,763 § 1,965,081
Trade accounts recelvable. ...........-- 5,144,185 14,053,393 19,197,588 5,489,424 10,677,391 16,166,815
Less allowance for doubtful accounts... 252,000 1,755,000 2,007,000 198,769 1,261,707 1,460,476
Net trade accounts receivable ... 4,892,185 12,298,393 17,180,588 5,290,655 0,415,684 14,708,339
Ofher recaivables .. ... .ocoreeracsntere - 4,000,000 4,000,000 -0- -0- -g-
Inventories:
FUBlOll o ieeciiinascnnreneeronns -0- 3,761,557 3,761,557 -0- 5,187,451 5,187,451
Materiais and supplies............. 537,668 3,426,115 3,963,783 401,761 3,098,932 3,501,693
Prapald expenses and deferred charges . . . 31,487 28,766 80,233 30,192 264,160 294,352
Totalcurrentassets ..........- 5,817,417 25,056,896 30,874,413 7,240,906 18,413,990 25,654,896
CASH AND INVESTMENTS, RESTRICTED
AS TO USE AND ALLOCATED FOR:
Debtservice. . .....covrveoisiorenacans 282,488 11,029,935 11,312,423 287,973 11,617,713 11,905,686
ConStrUCHON . ..o vvone v msaaarenree -0- 35,470,368 35,470,366 .- 31,337,663 31,337,663
Self-iNSUrANCE . . .. coccrveavraeanirners 3,520,000 3,020,000 8,540,000 61 :'.’..333 2,120,000 2,732,333
(ST o Ao it § o D0 00 ot o -0- 4,841,379 4,841,379 577,051 11,540,818 12,117,869
3,802,488 54,361,880 58,164,168 1,477,357 56,616,194 58,083,551
UTILITY PLANT, at cost
PlantinService ... ... coorvarecreaares 148,119,003 379,913,760 528,032,763 141,913,273 351,089,253 493,002,526
Less accumulated depreciation ....... 39,043,331 130,351,650 169,394,981 36,699,730 118,428,778 1551 29,508
109,075,672 249,562,110 358,837,782 105,213,543 232,859,475 337,873,018
Construction INprocess. ... ....c.xc-eee- 141,130 10,317,304 10,458,434 192,883 7,384,112 7,576,995
109,216,802 259,879,414 369,096,216 105,408,426 240,043,587 345,450,013

§ 118,836,707 § 339,208,080 $ 458,134,797

§ 114,124,680 § 315,073,771 $ 429,198,480



IMPERIAL IRRIGATION DISTRICT

COMBINED BALANCE SHEETS, CONTINUED

1889 1888
Water Power Water Powar
Dapartmant Department Combined Department Department Combined

LIABILITIES AND DISTRICT EQUITY
CURRENT LIABILITIES:

Current maturities of long-term dabt ...... $ 743,912 § 3,800,801 § 4,544,713 $ 763,650 § 3582919 § 4,356,560
Accounts payable...................... 1,394,864 7,175,758 8,570,422 583,140 0,463,070 10,046,210
Accruad interest payable ................ 13,467 641,705 655,172 16,301 £84,805 701,106
Accrued compensation and payrol| taxes . . 1,094,921 186,777 1,281,698 576,558 142,548 719,106
Accrued vacation and sick leave.......... 1,543,630 1,525,871 3,069,501 1,133,547 1,162,101 2,205,648
Deferredrevanues...................... 2,340,772 -0- 2,340,772 2,308,209 -0- 2,308,299

Total current liabllities . ... .. 7,131,366 13,330,912 20,462,278 5,381,495 15,045,443 20,426,938

LIABILITIES PAYABLE FROM

RESTRICTED ASSETS:
Other accrued expenses, noncurrent portion . 3,463,000 2,729,500 6,192,500
Advances and deposits from customers . .. 215,109 1,042,822 1,257,931
Refundable to customers................ -0- 3,669,342 3,860,342

2,563,000 1,479,500 4,042,500
407,501 1,278,192 1,885,893
-0- 4,830,058 4,630,058

3,678,108 7,441,664 11,119,773

2,870,501 7,387,750 10,358,251

LONG-TERM DEBT:

Certificates of Particlpation ............. -0- 43,110,000 43,110,000
All-American Canal obligation ........... 2,701,871 163,203 2,864,874
Bonds payablei, SN T 1,533,104 -0- 1,533,104

-0- 46,870,000 48,870,000
3,411,471 204,004 3,615,475
1,561,855 -0- 1,661,855

4,234,775 43,273,203 47,507,978

4,973,326 47,074,004 52,047,330

DEFERRED CREDITS AND OTHER LIABILITIES:

Advances for construction................ -0- 73,237 73,237 -0- 72,640 72,640
Accrued vacation and
sick leave, noncurrent portion .. .....,. 828,207 888,112 1,816,318 029,434 936,556 1,865,950
928,207 861,349 1,889,558 929,434 1,000,196 1,938,630
Total liabilities ............. 15,972,457 85,007,128 80,979,585 14,254,756 70,516,393 84,771,149
DISTRICT EQUITY:
Contributions in aid of construction ........ 3,822 408 57,229,962 61,052,370 3,997,124 56,438,286 60,435,410
Retained earnings:
Undesignated . ..................... 85208814 183489280 258,788,103 94,473452 134,024,898 228,498,350
Designated retained earnings —
rastrictedassets.. . ............... 3802488 54,361,680 58,184,168 1,477,357 56,616,194 _ 58,093,551
Total retained earnings ... ... 99,101,302 217,850,969 316,852,271 95950,809 190,641,002 286,591,901
Net unrealized loss on investments. ........ {59,460) {789,869} (848,429) {78,000} (2,522,000 {2,600,000)
Total Districtequity ......... 102,884,250 274,290,962 377,155,212 99,869,933 244,557,378 344,427,311

$ 118,836,707 $ 339,298,090 § 458,134,797

$ 114,124,689 § 315073,771 $ 429,198,460

See accompanying notes to combined financial statements.




IMPERIAL IRRIGATION DISTRICT
COMBINED STATEMENTS OF INCOME
Years Ended December 31, 1989 and 1988

1988 1988
Water Pawer Water Power
Daparimant Depariment Gombinad Depariment Oepartment Combinag
OPERATING REVENUES:
POWer Saies B e $ -0- $ 130,286,813 § 130,286,813 3 0- § 114453619 § 114,453,619
Watersales............................ 30,085,615 0 30,085,615 26,730,103 0 26,730,103
Waler avallabilitycharge . ............. .. 1,992,368 0- 1,992,368 1,001,135 0 1,001,135
Interdepartmental chargas:
Use of All-American Canat ..., .......... 934,699 {934,609) -0 870,803 (870,803) 0-
Power sales s — (667,433) 667,433 -0- (589,841) 589,641 -0-
Othar S e 0- 5,738,117 5,738,117 656,781 4,173,236 4,830,017
32,345,249 135,757,684 168,102,913 28,669,181 118,345,693 147,014,874
OFERATING EXPENSES:
(OTERCIATT cocsenresio corscoese 66 ottt o cacmenet e -0- 16,984,795 16,984,795 0- 17,795,104 17,795,104
Purchasedpower ........... .. ... ... ... -0 80,852,201 80,852,201 0 48,387,185 48,387,185
Other powerexpenses . .........,........ 0- 12,448,219 12,448,219 0- 11,654,338 11,654,338
Operation and maintenance of
All-AmericanCanal ................... 1,359,796 -0 1,359,798 1,513,229 -0 1,513,229
Operation and maintenance of
irrigation systemanddams ... .......... 13,661,757 -0- 13,661,757 13,040,892 -0- 13,040,892
General and administration expense ....... 10,928,765 11,789,788 22,718,553 8,416,252 10,524,634 18,940,886
Frovision for depreciation ................ 2,234,328 10,422,297 12,656,625 2,055,332 9,040,683 11,086,015
28,184,646 112,497,300 140,681,948 25,025,705 97,401,944 122427649
Net operatingincome.............. 4,180,803 23,280,384 27,420,887 3,643,476 20,943,749 24,587,225
NONOPERATING REVENUES (EXPENSES):
Interestincome ..................... ... 215,438 3,329,209 3,544,647 81,141 3,878,801 3,958,942
Interestexpense...................... .. {933,963) (3,379,696} {4,313,658) (35,411} (3,351,891) (3,387,302)
Interdepartmental interest charges......... 0 -0- -0- {28,044) 28,044 -0
Loss on discontinued opsrations .......... -0- -0- 0- -0- {6,200,000) {6,200,000)
Other INCom e T —— 0 4,000,000 4,000,000 0- -0- 0-
Otherexpenses ...................... .. (291,585) 0- {291,585) 0 -0- -0-
(1,010,110 3,849,513 2,939,403 17,6686 (5,645,046) (5,627,360)
Netincome.................... .. $§ 3150493 $ 27200877 § 30,360,370 $ 3661,162 § 15208703 $ 18,959,865

See accompanying notes to combined financial statements.



IMPERIAL IRRIGATION DISTRICT

COMBINED STATEMENTS OF CHANGES IN DISTRICT EQUITY

Years Ended December 31, 1989 and 1988

. 1889
Water Power
Dapartment Department Cambined
RETAINED EARNINGS:
Balance al January 1,1989 .............c.ieeii $ 95,950,809 $ 190,641,092 $ 285,591,901
A LT s o o Y O o 6 IOt N Ao S A e 3,150,493 27,209,877 30,360,370
Balance at Dacember31, 1989 ... .. .....ut it 98,101,302 217,850,968 316,952,271
CONTRIBUTIONS IN AID OF CONSTRUCTION:
EE RN TER AL ey o pomc s B o e e s oo s - 3,997,124 56,438,286 60,435 410
Contributions reEeIVET . . o .o u ittt et e e e e e 110,049 2,633,945 2,744 894
L OS5 IO 2 ON T T el —————— {285,885) (1,842,269) (2,127,934)
Balance at Dacamber 31,1989, .. ... .oo ittt e e 3,822,408 57,220 982 61,052,370
NET UNREALIZED LOSS ON INVESTMENTS . ... oo e et es oo (59,480) (789,069} (848,429)
Total District equity at December31,1989 .............oovuromennnn .. $ 102,864,250 $ 274,200,962 § 377,155,212
==l 1988
Water Power
Depariment Dapartmant Cambined
RETAINED EARNINGS:
Balance at January 1,988 ... L $ 92,280,647 $ 175,342,389 $ 267,632,035
) T o o ka1 6 OO T s R S e A Eeria e o 3,661,182 15,298,703 18,959,865
Balance at Decembar31, 1988 ... ... ......ooiirrsere e 95,850,809 190,641,092 286,591,901
CONTRIBUTIONS IN AID OF CONSTRUCTION:
Balance atJanuary, 11888 . e e e 4,004,648 15,568,823 19,573,471
Contributionsreceived . . .........o..iviiii 278,001 42 649,400 42,925 410
L eSS MO 2 O e e (283,525) (1,779,946) (2,063,471)
Batance at December31, 1988 . . ... .o.veiir et e e 3,897,124 56,438,286 60,435,410
NET UNREALIZED LOSS ONINVESTMENTS . ... ..o st e (78,000) (2,522,000) (2,600,000)
Total District equity at Dacember 31,1988 .............covonenen e, § 99,860,933 $ 244,557,378 $ 344,427,311

See accompanying notes to combined financial statemants,




IMPERIAL IRRIGATION DISTRICT
COMBINED STATEMENTS OF CASH FLOWS
Years Ended December 31, 1989 and 1988

1989 1988
Water Power Water Powar
Daparimant Dapartment Gombined Dapartmant Dapartment Combinad

CASH FLOWS FROM OPERATING ACTIVITIES:
NetinCome ......oovvveeiinieneiennanss $ 3,150,493 $ 27,209.877 $ 30,360,370 $ 3661162 § 15,208,703 § 18,959,865

Adjustments to reconcile net income to net
cash provided by operating activities:

Depreciation and amortization .......... 2,903,149 10,994,793 13,897,842 2,740,268 9,688,720 12,438,988
Loss on discontinued operations ........ -0- 0- 0- 0- 6,200,000 6,200,000
(iIncrease) decrease in assets and increase

{decrease) in liabilitles:

Trade accounts receivable. . ......... 398,480 {2,882,709) (2,484,249) (1,482,310) (1,791,844) (3,274,154)
Otherreceivables .. ........c..coatn 0- (4,000,000} (4,000,000} 0- -0- 0-
INVENOMNBS .. ..cvviianerennnssises (135,907) 1,099,711 863,804 200,539 {2,047,590) {1,847,051)
Prepaid expenses and

defarradcharges ..............-. (1,275) 235,394 234,119 22,353 {212,084} {189,741}
Accountspayable ................. 811,524 (2,267,312 (1,475,788) 126,846 2,783,561 2,810,407
Accrued interest payable .. . ......... (2,834) {43,100} (45,834) 15,588 {39,598) (24,010)
Accrued compensation and

payrollaxes . .. ...cooveeeiienns 518,363 44,299 562,592 189,207 27,443 216,650
Accrued vacation and sick leave ...... 408,855 315,326 724,182 87,310 31,600 118,910
Deferredravenues .........ccoxvnes 32,473 0- 32,473 1,023,338 -0- 1,023,338
Otheraccrusd expenses ............ 900,000 1,250,000 2,150,000 113,000 1,094,500 1,207,500
Refundable tocustomers. ........... 0 (960,716} (960,716) 0 (4,849,081) (4,949,081)

Net cash provided by
oparating activities......... 8,983,302 30,975,493 39,958,795 8,697,301 26,094,320 32,791,621

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures,nst . ................ (6,713,525) (30,830,820 (37,544,145) {3,900,004) (63,797,684} (67,706,688)
(Increase) decrease in restricled assets ... .. (2,308,591} 3,987,142 1,680,551 (1,555,3567) (2,704,835) (4,260,192)

Net cash used in
investing activities .. ....... (9,020,118)  (26,843,478) {35,863,504) (5,484,361}  (86,502,519) {71,966,880)

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from issuance of long-term debt . .. -0- -0- -0- 1,600,000 -0- 1,600,000
Principal paymenis of long-termdabt ....... (758,289) (3,592,919 (4,351,208} (739,113} (3,403,740} (4,142,853)
Increasa ({decrease) In advances and deposits (192,392) {235,370) (427,762) 222 895 520,552 743,447
Increase (decreasa) in contributions in
ald of construction,net .............. (174,716) 791,676 616,960 {7,524) 40,869,463 40,861,939
Net cash provided by (used in}
financing activities......... {1,125,307) {3,036,613) (4_,-162,010) 1,076,258 37,986,275 39,062,533
Net increase {decrease) in cash . (1,182,211} 1,085,402 {66,809) 2,309,198 (2,421,924) {112,726)
Cash and investmenis
atbeginningofyear ........... ... ...t 1,518,298 448,763 1,965,061 (790,900) 2,868,687 2,077,787

Cash and investments
atendofyear ...........coociviiiina 3 356,087 $ 1,542,165 $ 1,898,252 $ 1518298 § 446,763 $ 1,965,061

Supplementary cash flow (nformation —
interest pald (including amounts capitalized
of $566,300 in 19890 and $882,400in1988) .... § 53423 $§ 3981689 § 4,041,112 $ 50,323 § 4,243,380 § 4,283,712

See accompanying noles to combined financial statements.



Note 1 - Summary of Significant
Accounting Policies

Basis of Presentation

Separate accounting records are maintain-
ed for the Water and Power Departments of
the Imperial Irrigation District (the District).
The account classifications used by the
District for accounting and financial repor-
ting purposes are comparable to those us-
ed by other irrigation districts and electric
utilities. Such account classifications used
by the Power Depariment are specified by
the Uniform System of Accounts as
prescribed by the U. S. Federal Energy
Regulatory Commission. The account
classifications of the Water Dapartment
were adopted to facilltate computations re-
quired by a provision of the All-American
Canal contract,

Both account classification structures con-
form to generally accepled accounting prin-
clples, The effecis of interdepartmental
transactions have not besn eliminated at
the individual department level, as the
Board of Directors of the District balieves
that the operating results of such depari-
menis remain segragated for management
review and rate setting purposes. Such
segregation is also required for evidence of
compliance with debt agreements relating
to the District's outstanding Certificates of
Participation.

Utility Plant

Utility plant is stated at cost, which In-
cludes labor, materials, interest capitalized,
purchased services and certain overhead
items. Water and slectric plant retlrements
are removed from the accounts at cost,
together with the related accumulated
depreciation. Any gains or losses resulting
from retirements are recorded in other
revenues or expenses.

The District has an undivided Interest in
power generation stations and transmis-
sion systems which are jointly owned with
several utilities. The operating agreemant
under which the facilities were constructed
provided that each participant provide its
own construction financing. The District's
proportionate share of constructlon and im-
provement costs for such jointly owned
facilities Is included in the appropriate
category of utility plant. The District Incurs
certain minimum operating costs on jointly
owned facilities, whather or not it is able {o
take delivery of its proportionate share of
energy genarated. Such expenses incurred
are Included In the accompanying
statements of Incoma.

IMPERIAL IRRIGATION DISTRICT
NOTES TO COMBINED FINANCIAL STATEMENTS, CONTINUED

Dapraciation

Buildings, vehicles, equipment, drainage
structures, canal linings and canal struc-
tures owned by the Water Department and
Power Department are depreciated on a
straight-line basis over thelr estimated
useful lives. Expenditures which materially
increase utility plant lives ars capitalized,
while costs of maintenance and repairs are
charged to expense as incurred.

Inventories

Inventorfes consisting of fuel oil, materials
and supplies are recorded at cost on a first-
in, first-out welghted-average basis.

Revanues

The principal customers of the Water
Department are farm operators and cities,
who In turn ressll such water to their
customers. The Water Department's
customers are billed at the end of each
month for sales made during the month. In
addition, each landowner pays an annual
water avallability fee which is based upon
acraage held within the District. Customers
of the Power Department are billed on a
cyclic basis. Water and power revenues are
racorded when billed, except for the water
availability fee which is billed in December
but recorded as revenue ratably throughout
the year; accordingly, such billings are con-
sidered to be defarred revenues.

Aefundable to Customars

Fuel costs hilled to power customers in ex-
cess of actual fuel costs incurred are con-
sidered refundable to the customer. Such
costs are refunded through subsequent
reductions of fuel costs billed.

Restricted Assets

Restricted funds represent allocations of
cash balances pursuant to provisions of the
All-American Canal contract, the covenants
of the Certificates of Participation and for
other purposes specified by the Board of
Directors.

Cash and Investments

The District invests its Idle cash on a dally
basls. Certain of these investments are in
bank certiflcates of dsposit. Other in-
vesiments consist primarily of Federally
backed securities and a depaosit with the
Stats Treasurer's Local Agency Investment
Fund.

Such investmenis ara stated at the lower of
cost or markeat value.



IMPERIAL IRRIGATION DISTRICT
NOTES TO COMBINED FINANCIAL STATEMENTS, CONTINUED

Note 2 - Cash and Investmentis

The District's investment policies allow for investmants in obligations of U. 8. Treasury and other Federal agencles, State Treasury and other
state and local governmantal agencies, bankers’ acceptances, commarcial paper, mortgage sacurities and the State Treasurer's Local
Agency Investment Fund.

Investments held by the District are reported at the lower of cost or market. At Dacember 31, 1989, the accompanying combined financial
statements raflect a nat unraalized loss of $849,429. This decline in vaiue is largely due to increased interast rates at year-end over those
garned an the investments. The District management believed that such declines are temporary and accordingly has made no provision fora
permanent decline in the accompanying combinad financial statements.

Total
carrylng
amount {at
lower of cost
Catagory Not or market Market
1 2 3 categorizable value) valua
CASH DEPOSITS:
Insured .......... T ————— $ 1,180,000 § Q- 3 0 8 -0- $1,190,000 § 1,190,000
Uninsured — uncollateralized .......... -0- 345319 -0- -0- 345,319 345,319
Total cash deposits . .......... 1,190,000 345,319 -0- -0- 1,535,318 1,535,319
INVESTMENTS:
U. S. Agency obligations — held
by Trustees in District'sname ........ 23,340,171 -0- -0- -0- 23,340,171 23,340,171
Federally backed mortgages — held
by Trustees In District'sname ........ 10,817,705 -0- -0- -0- 10,917,705 10,917,705
Medium-term corporate notes — held
by Trustees In District'sname ........ 18,789,215 -0- -0- -0- 18,769,215 18,769,215
Mutual funds — uncollateralized. ... .. i -0- -0- -0- 2,000,010 2,000,010 2,000,010
Investment in State Treasuret's
InvestmentPool ............... N aEne -0- -0- - 3,500,000 3,500,000 3,500,000
Total investments ............ 53,027,091 -0- -0- 5,500,010 58,527,101 58,527,101
Total cash deposits and
investments.............. $54,217,091 $ 345318 5 0- $§ 5500010 $60,082,420  $60,062,420

The District's invastments are categorized to give an Indication of the lavel of risk assumed by the entity at year-end, as such categories are
detined by the Governmental Accounting Standards Board. Category 1 includes Invesiments that are insurad or registered or for which the
securities are held by the District or its independent agent in the District's name. Category 2 includes uninsurad and unreglistered in-
vestments for which the securities are held by the broker's or dealer’s trust department or agent in the District's name. Category 3 Includes
uninsured and unregisterad Investmants for which the securities are held by the broker or dealer or by its trust department or agant but not in
the District's name.

Nota 3 - Interdepartmental Transactions

Although the Water and Power Depart-
ments of the District maintain separate ac-

Chargas for use of bulidings, vehicles and
equipment are based upon a pro rata

costs of related

counting records, there are certain in-
terdepartmental transactions. Significant
transactions primarily involve charges by
the Water Department to the Power Depart-
ment for the use of waler to generate elec-
tricity on the canal system and for the use
of buildings, vehicles and equipment.

The interdepartmental charge for use of
waler in the All-American Canal to generate
electricity is based upon the amount
authorized by the Board of Directors in 1876
and 1988.

distribution of
maintenance operation and depreciation.
General and administrative expenses of the
District are allocaled between depart-
menls, with the majority of the expenses
allocated 50% 1o the Power Department
and 50% to the Water Dapartment.
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NOTES TO COMBINED FINANCIAL STATEMENTS, CONTINUED

Note 4 - Utility Plant

UTILITY PLANT IS COMPRISED OF THE FOLLOWING:

1989 1988
Water Power Watar Powar
Departmant Departmant Combined Department Depariment Comblnad

Landand landrights..............outvnnnn.. § 6,743105 § 4,780,346 $ 11,503,451 $ 5,206,880 $ 4,676,882 $ 9,883,762
Structures and improvements . ............... 4,670,214 42 567,841 47,238,055 3,987,024 31,034,326 35,031,350
A ] e e T O N 86,860,804 -0- 66,860,904 84,376,177 -0- 64,376,177
DN agE e L T e Pu———r" 28,987,393 0- 28,987,393 28,538,286 0- 28,538,286
AllAmsricanCanal............... . ccununs. 23,863,478 -0- 23,863,478 23,863,478 -0- 23,863,478
Conservationequipment .................... 1,061,834 -0- 1,061,834 842,254 -0- 842,254
Dredges and field equipment................. 4,773,159 1,011,002 5,784,161 4,937,421 705,314 5,642,735
Automobllesandtrucks..................... 4,834,784 7,334,949 12,169,733 4,560,352 6,420,569 10,980,921
Otherplantequipment ...................... 3,975,810 18,834,635 22.810,445 3,365,74 19,546,509 22,912,254
Steam plantequlpment ..................... -0-  25631,738 25,831,738 -0- 25,464,837 25,464,837
Hydroelactric generating equipment .......... -0- 20,809,678 20,809,678 0- 20,710,722 20,710,722
TR T IR o e s a6 L e & e ol -0- 21,092,135 21,092,135 0- 21,082,135 21,092,135
Transmisslonplant................coeueuy.. -0- 129,674,004 128,674,004 -0- 121,146,853 121,146,853
Distributionplant .......................... -0- 104,601,686 104,601,686 -0- 06,695,360 96,695,360
Reservolrsanddams ...................c.... 2,348,322 3,595,748 5,844,088 2,225,656 3,595,746 5,821,402

LESS ACCUMULATED DEPRECIATION:

$ 148,119,003 $ 379,913,760 § 528,032,783

$ 141,813273 § 351,089,253 $ 493,002,526

1688 1888

Water Power Water Power
_Ocpartmont__Dopartmont _ Combinad _Oeparmem _Department _Gombined
Batance at beginningofyear .............. $ 36,699,730 § 118,429,778 $ 155,129,508 $ 34,677,217 $ 107,516,395 $ 142,193,612

Add:

Depraciationexpense ............... 2,903,149 10,894,703 13,897,942 2,740,268 9,698,720 12,438,988
ATt At 0N e e e o e e 285,665 1,842,269 2,127,934 283,525 1,779,946 2,083,471
Lessretirements,net .................... 845213 915,180 1,760,403 1,001,280 565,283 1,566,563
Balanceatendofyear ....................... 39,043,331 130,351,650 169,394,881 36,699,730 118,428,778 155,129,508

DEPRECIATION EXPENSE FOR THE YEARS
ENDED DECEMBER 31, 1980 AND 1988,
RESPECTIVELY IS AS FOLLOWS:

$ 109,075,672 $ 249,562,110 $ 358,637,782

$ 105213543 $ 232,659,475 $ 337,873,018

Inciuded in operation and
MaiNtenance axpenses .. ....ovuveeeeeena.. 3
Provislon for depraciation . ...................

1989 1988
Water Power Water Power
Departmant Department Combined Department Department Combined
668821 § 5724968 5 1,241,317 $ 684936 § 658,037 $ 1,342,973
2,234 328 10,422,287 12,856,825 2,055,332 9,040,883 11,096,015

$

2,903,149 § 10,994,793 $ 13,897,942

$ 2740268 $ 0,698,720 $ 12,438,988
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NOTES TO COMBINED FINANCIAL STATEMENTS, CONTINUED

Note § - Long-Term Debt

Long-term debt consists of tha following:

Cerlificates of

Participation(note6).....................

All-American Canal

obligation{nola?) ...............

Water Bonds

payable(note8) .................

Obligation under capital

lease(note).........c.cceivvnnnn

Certificates of

Particlpation {note&).............

All-American Canal

obligation{note?) ...............

Water Bonds

payable{note8) .................

Obligation under capital

lease(note). .............. ...

§ 763,650 $ 4,973,320

i =
Water. Department Power Dapartmeant
Current Current
portion Long-term portion Long-term Total
$ -0- $ -0- $ 3,760,000 $43,110,000 546,870,000
709,800 2,701,671 40,801 163,203 3,615,475
34,112 1,533,104 -0- -0- 1,567,216
-0- -0- -0- -0- 0-
§ 743912 $ 4,234,775 $ 3,800,801 $43,273,203 $52,052,691
1988
Water Department Power Depariment
Current Current
portion Long-term portion Long-ferm Total
$ -0- $ -0- § 3,505,000 $46,870,000 $50,375,000
709,799 3,411,471 40,801 204,004 4,366,075
38,145 1,561,855 -0- -0- 1,800,000
15,706 -0- 47,118 -0- 62,824
$ 3,592,919 $47,074,004 $56,403,899




IMPERIAL IRRIGATION DISTRICT
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Note & - Certificates of Participation

The proceeds from a $65,000,000 issue of Certlficates of Participation (Certificates) were used to finance: the District's ownership interest in
a portion of the Southwest Powerlink between the Palo Verde Nuclear Power Plant (Palo Verde) and its Imperial Valley Substation, transmis-
sion facllities between Palo Verde and the Imperial Valley Substation, equipment to facilitate the controlling and dispatching of the District's

power resources, and certaln hydroelectric generating facilities to be utilized by the District.

The Certiflcates are payable annually on May 1. Interest is payable semiannually on May 1 and November 1, with Interast rates ranging from

5.0% to 8.6%.

The Certificates require maintanance of certain financial ratlos with which the District has complled for 1989 and 1988.
A summary of debt service for the Certificates of Participation Is as follows:

Principal Total Dabt
Due Date T Interest Sains

May 1, 1980 $ 3,760,000 $ 3,709,228 $ 7,469,228
May 1, 1991 4,045,000 3,411,484 7,456,484
May 1, 1992 4,355,000 3,080,540 7,435,540
May 1, 1993 4,700,000 2,715,990 7,415,890
May 1, 1994 5,085,000 2,317,155 7,402,155
Thereafter 24,925,000 4,460,465 29,385,485

$ 46,870,000 $ 19,694,862 § 66,564,862

Note 7 - All-American Canal Contract

Pursuant to the terms of the Boulder Can-
yon Project, the All-American Canal con-
tract dated December 1, 1932, and the
amendment and supplement to that con-
tract dated March 4, 1952, the District
assumed an initial obllgation of $25,020,000
to the Federal Government. This amount
represents the District's share of the All-
American Canal system construction costs.
This obligation has been allocated to the
Water and Power Departments based on
the relative cost of their utllity plant located
on the All-American Canal system. Except
for the combined annual payments of
$750,600 through 1994, no othsr amounts
are due to the Federal Government for

Note 8 - Bonds Payable

In 1988, pursuant to the Stats of California
Clean Water Bond Law of 1984, the State of
California loaned the District $1,600,000 to
pay costs assoclated with a water conser-
vation program. The amounts are payable in
semiannual Installments on April 1 and Oc-
tober 1 until the principal is repald. Interest
accrues at 4.013% par annum. Dabt service
on such obligation I1s as follows:

Note 9 - Caplial Lease

water supplied to the District. The contract
contains no provision for the payment of in-
tarest by the District, and no rate has been
imputed. The unpaid balance at December
31, 1989 and 1988 was $3,615,475 and
$4,366,075, respectively. (See note 5.)

The District receives Its entire water supply
for its Irrlgation system from the Federal
Government under this contract, Deliverias
of water and use of the All-American Canal
are guaranteed, in paerpetuity, to the District
as long as the provisions of the contract are
met.

Under the All-American Canal contract and
certaln other agreaments, the District has
the right to avall itself of hydroelectric

generatlon from the water tlow through the
Canal, subject to the sharing of certain
derived revenues with anothar water
district. The most significant of such shar-
ing arrangements is with tha Coachella
Vallay County Water District (Coachella). in
1834, Coachella leasad its power rights on
the Canal {0 the District for a period of 89
years. Expenses under this agreement are
paid to the Federal Government for the
cradit of Coachella and are regarded as
payments made under the District's normal
obligatlon under the All-Amarican Ceanal
contract,

Principal Interest T%t:r'v%"ab'

1990 $ 34,112 § 53,528 $§ 87,640
1991 45272 52,146 97,418
1992 48,711 50,707 97,418
1993 48,208 49,210 97,418
1994 49,766 47,652 97,418
Thereafter 1,343,147 507,788 1,850,835

$ 1,567,218 $ 761,031 $ 2,328,247

The District leased certain data processing equipment and made aggregate payments of $62,824 in 1989, The lease was considered a capital
lease, and accordingly, the amortizatlon of the cost was recorded as depreciation expenss.
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Note 10 - Employee Benatit Plan

The District has a defined bensfit pension plan (the Plan) covering substantially all of its employeess. Under the terms of the Plan, employees
are eligible to participate after completing six months of continuous service. Employees become 20% vestad in the Plan after four years of
sarvice and continue to vest 20% for every additional four years of service.

The District’s contribution to the Plan is determined by the aggregats-entry-age-normal-cost method. Thal is, it takes into account those
benafits that are expected to be earned in the future as well as those already accrued. Contributions mads by the District and retirement
benefits vary depending upon the age of the employee at the date of entry into the Plan, the average basic salary attained and the employee's
retirement age.

The District's contributions to the Plan were as follows:

DECEMBER 31
_ 1989 _ 1888
N ST R e T d i i Arscafl o o e SO Bt I 3 O o OO O B B $ 1,081,000 $ 1,165,000
Unfunded actuarial accrued Hablilly . . ... ... iiie ittt iiea i eeienscnnnnens 615,000 ) 67__7,000
VELEUGT Tl DT TGN cventrn o oot £ coturiet 98 s &0 Eationcs o' HIoseni. o G ity @ oo 4 $ 1,686,000 § 1,842,000

Retirament benefits are payable beginning at age 65 based on 75% of the amployee's Basic Monthly Salary, less 5/6 of primary insurance
bansfits payable under the Social Security Act in effect in 1968. Vested employees may retire at or after age 55 and receive reduced retire-
ment benefits provided 10 years of continuous service has been achieved. Benefits are payable based on the actuarial equivalent of accrued
benefits. The plan also includes death and disability benefits.

A summary of the financial position of the plan at January 1, 1989 and 1988, the most recent actuarial data available, is as follows:

JANUARY 1
1989 1988
Pension benefit obligation:
Inactive employees:
LA T T Mscronon 1 0 ooty o A (S BT [ 1 BB P S T T e P [ T 1 P T s 52,860 5 61,046
AL T T =Tl om0 ) W T I Ry M e T 85,815 -0-
[ I I ot oMot oo (e o o O OO G R D ___-0- — o __-0-
138,675 61,046
Active employees:
Accumulated employegcontributions ......... ... . i i iiaaa 5,334,855 5,021,240
Employer-paidyvesiod Dona il i T 8,862,146 8,557,900
Employer-paid nonvested banefits . ......c.. ot i i e i 2,024,101 __2l621,_762_
16,221,102 16,220_59_02
Total pension benefitobligation ........ ... ... i i, 16,359,777 16,261,948
Net assats available forbenafitB i s e el L, 23,501,467 20,931,779
Net assets in excess of pension benefitobligation . ...................... $ 7,141,690 $ 4,669,831

The term “pension benafit obligation” reflects the present value of pension benefits, adjusted for the effects of projected salary increases
and step rate bensfits, estimated to be payablg in the future as a result of employee service to date, Significant assumptions used to deter-

mine the pension benefit obligation and the actuarial accrued |fablitity include:
» A rate of return on the investment of present and future assets of 8%
¢ Salary Increases of 6% per year compounded annually
» Loading for expenses: 2% of gross cost
= Retirement age of 65.

Certain historical trend information is summarized as follows:

~ DECEMBER 31

1988

1888
L e B T L) e b oS N T R S T e L L A Y N R e R T e $ 20,945,040 $ 26,532,957
Employer contribution as a percentage of
COVE B DAY T T e Mem——— 5.66% 6.94%

Amounts charged to operations were $1,868,436 and $2,143,582 for 1989 and 1988, respactively.
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Note 11 - Loss from Discontinued Operations

During 1988, the majority owner and
operator of the Heber Binary Flant (the
Plant} decided, for economic reasons, to
close the Plani, As of December 31, 1988,
the District recorded a loss from discon-
tinued operations of $6,200,000 to reflect
the difference between the net book value
and the estimated net realizable value of
the District’'s inlerest in the Plant.

Note 12 - Commitments and Contingencies

Litigation

In the ordinary course of operations, the
District is the subject of claims and litiga-
tion from outside parties. After consulta-
tion with legal counsel, the District believes
that adequate provision has been made for
the costs, if any, of the ultimate outcome of
the legal proceedings, such that these mat-
ters will not materially affect the District’s
combined financial condition.

Self-Insurance

The District is fully self-insured for workers’
compensation claims and employee
medical care benefits. At December 31,
1989 and 1988, the District accrued
$2,692,500 and %1,042,500, respectively, for
estimated claims to be paid in the future. In
addition, the District Is partially self-
insured for general claims and carries ex-
cess insurance coverage for general liabili-
ty. At December 31, 1989 and 1988, the
District accrued $3,500,000 and $3,000,000
respectively, for estimated claims. Such
amounts have been included in other ac-
crued expenses in the accompanying com-
bined balance sheets.

Take or Pay Contract

The District has an energy and capacity
contract with Southern California Public
Power Authority (SCPPA), a joint powers
authority organized under the laws of the
state of California. Under the contract, the
District purchases 6.5% of the energy
generated by SCPPA's 5.91% ownership in
the Palo Verde Nuclear Project (the Project),
a nuclear-fueled generaling station. Under
the terms of the contract, the District must
make certain minimum payments, whether
or not the District receives power, based
upon the debt service requirements of the
Project. The District's estimates of such
minimum payments are:

1990 $ 5,695,008
1991 5,694,851
1992 5,695,182
1993 5,694,676
1994 5,695,081
Thereafter 5,694,744

$34,169,542

The District makes monthly payments to
SCPPA for its portion of costs, which in-
clude charges for decommissioning the
nuclear power plant. Such charges are
recorded by the District as cost of fuel in
the accompanying combined statements of
income.

Energy Supply Purchase Commitment

The District has an snergy supply contract
with El Paso Electric Company. The agree-
ment terminates April 30, 2002. The pur-
chase commitment is all energy supplied
under the contract up to 100 megawatts. All
energy over 100 megawatis is to be charged
at a fixed rate. The District's estimated
yearly purchase commitment under this
agreemeant is as follows:

1990 $21,948,000
1993 21,948,000
1992 23,640,000
1993 23,640,000

1994 23,640.000

Heber-Mirage Transmission Project

The District entered inte an agreement with
several independent small power producers
operating in the Imperial Vallay. The agree-
ment provided for the construction of the
Heber-Mirage Transmission Project (Pro-
ject) consisting of a new electric transmis-
sion line and alternative energy resource
facility. The Project was funded entirely by
the participantis and completed in 1988. The
total extent of the participants’ funding
contributions, as provided for by the agree-
ment, totaled $65,188,400.

In exchange for such funding contributions
to construct the Project, the District agreed
to grant each participant transmission
credits equal to the total amount of their
respective contiributions, including finance
costs and other fees. These transmission
credits are used to offset periodic energy
billings for power generated by the Project
and sold to the participants, and expire
after 15 years from the completion date of
the Project.

Postretirement Benefits

The District provides health and life in-
surance benefits for retired employees
upen reaching normal retirement age while
working for the District. Such benefits,
which are not significant in relation to total
administrative expenses, are recorded as
an expense as claims are paid and
amounied to approximately $448,000 and
$465,000 for 1989 and 1988, respectively.

Note 13 - Litigation Settlement

During the year ended December 31, 1988,
the District was awarded $4,000,000 as set-
tlement of a long-standing litigation matter
against a contractor who contracted for
construction of certair capital facilities of
the Power Depariment. Such amount was
received subsequent to year-end and has
been recorded as a recelvable and cor-
responding nonoperating income.

Note 14 - Subsequent Event

In January 1990, the District received ap-
proximately $18,343,000 from Metropolitan
Water District of Southern California
{(MWD), to initiate a water conservation pro-
gram. The purpose of the payment is to pro-
vide capital for District-constructed water
conservation Projects in the [mperial
Valley. The amount received in January
1980, represents the estimated capital and
annual direct costs that the District will in-
cur during the first year of the program.
Thereafter, the District will be reimbursed
for approved amounts through the year
2028. In return for such payments, MWD will
be entitled to receive the water that is
estimated to be conserved as a result of the
implemented conservation measures.
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